On April 30. Year 6. Powell Corporation
Issued 30.000 Shares Of Its No-oar Com-
Mon Stock With A Stated

On April 30, Year 6. Powell Corporation Issued 30,000 Shares Of Its No-par Common Stock
With a Stated

Introduction

On April 30, Year 6, Powell Corporation made a significant move by issuing 30,000 shares of its no-
par common stock with a stated value. This transaction marked an important milestone in the
company's financial and strategic development, reflecting its growth ambitions and financial
positioning. Understanding the nuances of this issuance is crucial for investors, financial analysts,
and students of accounting alike. In this article, we delve into the details of this issuance, exploring
what it entails, its implications, and the accounting principles involved.

Understanding the Context of Stock Issuance

Before discussing the specifics of Powell Corporation's issuance, it is essential to understand the
broader context of stock issuance and its relevance in corporate finance.

What is Stock Issuance?

Stock issuance refers to the process by which a corporation creates and sells shares to raise capital.
Companies typically issue stock to fund expansion, pay off debt, or improve their financial standing.

Types of Stock Issues

1. Authorized Shares: The maximum number of shares a corporation is allowed to issue as specified
in its corporate charter.

2. Issued Shares: The number of shares that have been actually sold or distributed to shareholders.
3. Outstanding Shares: Issued shares that are currently held by shareholders, excluding treasury
shares.

No-Par Stock with a Stated Value

Some corporations issue no-par stock, meaning the stock does not have a specified face or par value.
Instead, they assign a stated value, which functions similarly to a par value but is set arbitrarily by
the company.

Significance of No-Par Stock

- Allows flexibility in pricing.

- Simplifies the accounting process.

- Has implications for legal and financial considerations.

Details of Powell Corporation's Stock Issuance



On April 30, Year 6, Powell Corporation issued 30,000 shares of its no-par common stock with a
stated value. Let's examine what this means in detail.

Number of Shares Issued

- Quantity: 30,000 shares
- Type: No-par common stock with a stated value

Stated Value

- The company assigned a specific monetary value to each share, known as the stated value. For
example, suppose the stated value was $1 per share.

Total Capital Raised

- If the shares were sold at or above the stated value, the total capital raised from this issuance can
be calculated as:

\[
\text{Total Capital} = \text{Number of Shares} \times \text{Selling Price per Share}
\]

- If the shares were issued at the stated value, the total proceeds would be:

\[

30,000 \times \$1 =\$30,000

\]

Implications for Financial Statements

The issuance impacts the company's balance sheet, particularly the equity section.
Accounting for the Issuance

When no-par stock with a stated value is issued, the accounting entries are as follows:
1. Debit Cash (or other assets received) for the total amount received.

2. Credit Common Stock for the total of the stated value.

3. Credit Additional Paid-in Capital (or Capital in Excess of Stated Value) for the excess amount
received over the stated value.

Example

Suppose Powell Corporation issued 30,000 shares at $1.50 per share.

- Total proceeds:

\[

30,000 \times \$1.50 = \$45,000
\]



- Accounting entries:

- Debit: Cash \$45,000
- Credit: Common Stock \$30,000 (30,000 shares \times \$1.00 stated value)
- Credit: Additional Paid-in Capital \$15,000 (difference between proceeds and stated value)

Impact on Shareholders' Equity

The issuance increases the company's common stock equity by the amount of the stated value, with
any excess going into additional paid-in capital. This structure ensures clarity in the company's
equity composition.

Legal and Regulatory Considerations

Issuing no-par stock with a stated value involves compliance with specific legal and regulatory
requirements:

- Proper documentation of the stated value.
- Disclosure in financial statements.
- Adherence to state corporation laws governing stock issuance.

Advantages of No-Par Stock with a Stated Value

- Simplifies the issuance process.
- Provides flexibility in issuing shares at various prices.
- Reduces legal complications related to par value.

Disadvantages

- Potential for confusion if the stated value is set too low.
- Possible legal implications if the stated value is below the market price.

Strategic Significance for Powell Corporation

By issuing 30,000 shares of no-par common stock with a stated value, Powell Corporation
demonstrated its ability to raise capital efficiently. This move can be part of a broader strategy to:

- Fund expansion projects.

- Strengthen its balance sheet.
- Attract new investors.

- Increase market visibility.

Conclusion

The issuance of 30,000 shares of no-par common stock with a stated value by Powell Corporation on
April 30, Year 6, is a noteworthy event that reflects the company's ongoing growth and strategic
initiatives. Understanding the mechanics of such an issuance—its accounting treatment, legal
considerations, and strategic implications—is vital for stakeholders. As companies continue to
explore flexible ways to raise capital, no-par stock with a stated value remains an attractive option,
offering both simplicity and flexibility. For investors and analysts, monitoring these transactions
provides valuable insights into a company's financial health and future prospects.
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Frequently Asked Questions

What event took place on April 30 involving Powell
Corporation's Year 6 issuance?

On April 30, Powell Corporation issued 30,000 shares of its no-par common stock.

What is the significance of issuing no-par common stock for
Powell Corporation?

Issuing no-par common stock means the shares do not have a specified face value, simplifying
accounting and potentially providing flexibility in pricing.

How many shares did Powell Corporation issue on April 30,
Year 6?

Powell Corporation issued 30,000 shares of its no-par common stock.

What are the potential advantages for Powell Corporation in
issuing no-par stock?

Advantages include flexibility in setting the share price, simplified accounting, and avoiding the
need to assign a fixed par value, which can reduce legal and administrative complications.

How does the issuance of 30,000 shares impact Powell
Corporation's equity?

The issuance increases the company's common stock equity account, reflecting an infusion of capital
from the new shares sold.

What are common reasons companies like Powell Corporation
issue new shares at specific dates?

Companies typically issue new shares to raise capital for expansion, pay debts, finance acquisitions,
or for stock-based compensation programs.

What accounting entries are involved when Powell Corporation
issues no-par common stock?

The company records a debit to cash (or other consideration received) and a credit to common stock
or additional paid-in capital, depending on the amount received per share.



Why might Powell Corporation choose to issue no-par stock
instead of par value stock?

No-par stock provides greater flexibility in setting the stock's value and avoids complications related
to par value restrictions, simplifying the issuance process.

What impact does this issuance have on Powell Corporation's
shareholders' ownership percentages?

The issuance dilutes existing shareholders' ownership percentage unless they participate in the new
offering, but it also provides capital that can support company growth.

Additional Resources

On April 30, Year 6, Powell Corporation issued 30,000 shares of its no-par common stock with a
stated value. This event marks a significant milestone in the company’s financial activities and can
have multiple implications for its shareholders, management, and overall market perception.
Understanding the nuances of such a stock issuance requires a detailed examination of the context,
legal considerations, accounting treatment, and strategic implications.

Introduction to Stock Issuance and Its Significance

The issuance of stock is a fundamental aspect of corporate finance, serving as a primary method for
companies to raise capital for expansion, research, and operational needs. When Powell Corporation
issued 30,000 shares of no-par common stock with a stated value, it reflected a deliberate decision
to increase its equity base while communicating specific financial information to investors.

This event not only impacts the company’s balance sheet but also influences investor perception,
share valuation, and future strategic options. The issuance process involves various legal,
accounting, and market considerations that need to be carefully managed.

Understanding No-Par Common Stock with a Stated
Value

What Does No-Par Stock Mean?

No-par stock refers to shares that do not have a legally designated par value — a nominal amount
assigned during incorporation. Instead, these shares are issued without a set face value, which can



simplify accounting and legal procedures.

Stated Value Explained

Since no par value exists, the company assigns a "stated value" to the stock, which functions as a
minimum price at which shares can be issued. The stated value is an accounting figure rather than
an actual market price and is used to allocate the proceeds from stock issuance between share
capital and additional paid-in capital.

Features of no-par stock with a stated value:

- Provides flexibility in issuance and pricing.

- Ensures a minimum legal capital per share.

- Simplifies legal and accounting processes compared to par value stocks.
- May affect how proceeds are reported on financial statements.

Details of the April 30, Year 6, Stock Issuance

On April 30, Year 6, Powell Corporation issued 30,000 shares of its no-par common stock with a
stated value. This issuance likely aimed to raise capital for operational needs, strategic acquisitions,
or debt repayment.

Key details include:

- Number of shares issued: 30,000

- Date of issuance: April 30, Year 6

- Stock type: No-par common stock with a stated value

- Purpose: (Assumed) capital raising, strategic growth, or market positioning

Legal and Accounting Considerations

Legal Framework

Issuing no-par stock with a stated value involves complying with state corporate laws, which vary
across jurisdictions. Typically, the company's articles of incorporation specify whether no-par or par
value stock can be issued and under what conditions.

Legal advantages of no-par stock:

- Less complex issuance process.

- Flexibility in setting the issue price.

- Reduced legal risk of issuing shares below a certain minimum.

Potential legal disadvantages:



- Need for precise documentation to avoid legal issues.
- Possible confusion over the actual value of shares.

Accounting Treatment

The accounting for the issuance involves recording the proceeds into the appropriate equity
accounts:

- If shares are issued at or above the stated value:

- Debit cash for the total proceeds.

- Credit common stock for the total stated value (number of shares x stated value).
- Credit additional paid-in capital for the excess over the stated value.

Example:

If Powell Company issued 30,000 shares at $10 per share:

- Total proceeds: $300,000

- Common stock credited: 30,000 x $10 = $300,000

- No additional paid-in capital needed if issued exactly at the stated value.

Implications:

- The stated value acts as the minimum legal capital.

- Excess proceeds (if any) are allocated to additional paid-in capital, strengthening the company's
equity position.

Strategic and Market Implications

Impact on Company Capital Structure

Issuing new shares dilutes existing ownership but increases available capital, enabling Powell
Corporation to fund growth initiatives, reduce debt, or improve liquidity.

Pros:

- Enhances financial flexibility.

- Signals growth prospects to investors.

- Improves liquidity of the company's stock.

Cons:
- Dilution of existing shareholders’ ownership percentage.
- Possible negative market perception if perceived as a sign of financial distress.

Market Perception and Investor Confidence

The timing and manner of issuance can influence how investors view Powell Corporation’s
management and financial health.



- Positive signals: Confidence in future growth, strategic expansion, or successful capital raising.
- Negative signals: Need for funds might suggest financial difficulties, or skepticism about valuation.

Future Considerations

The company needs to communicate the purpose of the issuance clearly to maintain investor trust
and market stability. Proper disclosure about how the proceeds will be used is crucial.

Pros and Cons of No-Par Stock with Stated Value

Pros:

- Flexibility in pricing and issuance.

- Simplifies legal and accounting procedures.

- Provides a clear minimum capital requirement.

- Enhances clarity in financial statements regarding share capital.

Cons:

- May be less familiar to some investors, creating uncertainty.

- If not managed properly, can lead to legal complications.

- The stated value may be misunderstood as a market value, causing confusion.
- Potential dilution concerns among existing shareholders.

Conclusion and Final Thoughts

The issuance of 30,000 shares of no-par common stock with a stated value by Powell Corporation on
April 30, Year 6, reflects a strategic move to bolster its financial position. This event involves careful
legal, accounting, and strategic considerations that can have lasting impacts on the company’s
growth trajectory and shareholder value.

From a legal perspective, the no-par stock with a stated value offers flexibility and simplicity, but it
requires transparency and proper documentation to ensure compliance. Accountantially, it
streamlines the process of recording share issuance and capital allocation, providing clarity in
financial statements.

Strategically, such issuance can signal confidence and growth potential but must be managed
carefully to avoid diluting shareholder value or raising concerns among investors. When executed
well, it can serve as a powerful tool for corporate growth, enabling Powell Corporation to seize new
opportunities and strengthen its market position.

Ultimately, understanding the nuances of no-par stock issuance, including the implications of the
stated value, helps investors, analysts, and corporate managers make informed decisions aligned
with long-term strategic goals. As Powell Corporation continues to evolve, transparent



communication and prudent financial management will be key to maximizing the benefits of this
capital raise and fostering sustainable growth.
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